Mayor

Vice Mayor
Council Member
Council Member

Council Member

| NBEI

t

v dzl SRYNY A LIS NI
. dzZR TSN mEYyT H M

Cecilia Valdez

Genoveva Garcia Calloway
Paul V. Morris

Rich Kinney

Arturo Cruz

San Pablo

ey

All-America City

NATIONAL CIVIC LEACGA R

\lll'!

2014






OF

City of New Directions

CITY OF SAN PABLO

ELECTED OFFICIALS AND
ADMINISTRATIVE PERSONNEL

JULY 1, 201

ELECTED PERSONNEL

Mayor

Vice Mayor
Council Member
Council Member
Council Member
City Clerk

City Treasurer

Cecilia Valdez

Genoveva Garci@alloway
Paul V. Morris

Rich Kinney

Arturo Cruz

Elizabeth Pabo#lvarado

Viviana Toledo

ADMINISTRATIVE PERSONNEL

City Manager
City Attorney
Assistanidty ManagefPersonnel Admiistrator
Chief of Police
Public Work®irector /City Engineer
Finance Directof Interim Information Technology Mnager
Assistanto the Gty ManagefEconomic Development
Assistanto the Gty ManagerfPersonnel
CommunityServices Director

Development Servicdsirector

Matt Rodriguez
Lynn Tracy Nerland
Reina J. Schwartz
Ron Raman
Barbara Hawkins

J. Kelly Sessions
Charles Ching
TinaGallegos

Greg Dwyer
Michele Rodriguez






TABLE OF CONTENTS

Contents
City M@ager BUAQEE IMESSAGE. .. .eeiuvtieeee ittt ettt ettt e st e e st e e s s b et e e s sanbr e e e e sanneeeeas 3

City Profile

Profile Of SAN PabIQ........oouiiiiiiii et e s e a e 21
BUAJEL POJICIES / PIOCESS. ....eiiiiiiiiiiie ittt ettt e e e enneas 21
ECONOMIC OUIOOK ... .. e e e e e e e e e e e e aennnes 22
FINANCIAI OULIOOK. ...ttt e e e nneees 24
Major Initiativesc Implementing Our Work Plan...........ccccceeoiiiiiiiiiiiiiieiicecee e 25
CommuUNIty ENQAGEIMENL........oiiiiiiiiiie ettt e e 27
[=loTo] a0 01Tl B TSAV7=1 (o o 1T oL 29
L ESTor= LIRS = 11 29
INFrastruCture FINANCING ........ceiiiiiiiiie e e s 30
L@ o] 1 r= I o (o] 1Tl £ PP PP PPT T OTPPPT 31
INfrastructure / TranSPOITALION............uuuieieiiiiiiie e e e e e e e e e e e e e e e e e e e e s e s e e e e e e e aeaaaaaenens 33
LU ] Lo = 1] /PO 35
Special Projets / TECHNOIOGY......ccoiiuuiiiiiiiiiie e 37
Strategic Planning / Special ProjeCtS........coovviiiiiiiiiiiiiisis e 37

(01T T | = T o= 39

Budget Overview

BUAGET OVEIVIEW. ...ttt ettt ettt e ettt e e skt e e s e bbbt e e e e e s bbbt e e e aanbb e e e e e anbbe e e e e e annnes 43
Quadrennial Budget Preparation Calendar.............cooviiiiiiiiiiiiie e 44
oo R R R @ L =10 T (o= 1 oo T 45
1210 o [oT= QY o] o] (] o1 1= 1 o] o PP PP 45
BUAGE AMENAMENTS. ...ttt e et e e e st b e e e e e s s bbe e e e e e s aabaeeeeeaas 46
Budgetary OVEISIGNLL........ccooiiiiiiie e e e e e e aaaaaaes 46
BasiS Of ACCOUNTING........eeiiiiiiiiiiiii e e e e e et ee s s e s e s e s e e e e e aaeaeeseeeeeesesnrneed 46
Signifcant Budgetary Policies ANd ProCeAULES..........ccooiiiiiiiiiiiiiiiee e a7
Budgetary ASSUMPLIONS FY 2018/2.L........ooiiiiiiiiie ittt et e ebee e e e e 49
Budgeted Debt OBIGAatiONS...........uuuiuiiiiiii e e e e e e e e e e e e e e e e eeeeaaeraan 50
Gann Appropriations Limit Fy 2017/18........cccooi oo e e e e e e e e e e e e e —————— 51
DESCrIPLION OF FUNGS. ....eeeiee ettt ettt e ettt e e e st et e e e s saba e e e e s snbbeeeeeaaanes 52
CNAIT OF ACCOUNLS. ...ttt e e oottt et e e e e e e e e s e abbabeebe e et e e aaeeeeeaannnnbeeeeeaeeeas 55
Employee BenefitS & INSUFANCE. ... .....uuiiiiiiiiie ettt e e e e e e e e e eeeeaaaeeeas 59
Measure Q RepOrting REQUIFEMEILS. .....cccoituiiieiiiiiiee e et e ettt e e e e e st e e e e st e e e s s nsbe e e e e e e nneees 62
Measure K Reporting REQUIFEIMENES ... ....ciiiiiiiiiiei ittt et e et e e e s sbeeee e s sreneeeesaed 63
210 Lo [0 [ U 11 g (o] 1Y TP PUT TR TPROPPRTP 64
City Workplan
CILY WOTKPIAIL....ceeeeiiiee ettt e e e e st e e e s sbnreeeessnnneeeeessnnneeeesss 65




TABLE OF CONTENTS

Budget Summary

Schedule Estimated Fund Balance by Fund and Division FY 20L7/18...........ccccooocieniniiiieenninnnn 83
Schedule Estimated Fund Balance by Fund and Division FY 2018/19.........ccccccccvveeeeeeeviiicivnnne, 84
Schedule Estimated Fund Balance by Fund and Division FY 2019/20...........ccccccoieniiiiieienninnnnd 85
Schedule Estimated Fund Balance by Fund and Division FY 2020/21..........cccccooceniiiiiieenninnnnnd 86
Schedule Budget and Expenditures by Fund and Division FY-2028..............cccccooveeeeeeee i, 87
Schedule Expenditures by Category FY 2IB1...........cccccviiiieiiiie et e e e e e s snannrnaeeees 88
Financial Trend ANAIYSIS. ........veiii i e e eb e e ennnee s Q0
BeNChMAark COMPAIISOMS. .. .ccoiitiiieei ittt e ettt e e et e e et e e e e st bt e e e e snbe e e e s e anbreeeeennneee 92
Revenues

(o T0 o [oT=y (=0 I e =T T 1 PPN 93
REVENUE DBLAIL ....ii ittt ettt e et e et e e e e e et aas s et b e e ereeeaeeeseenrnnrennnes 94
Staffing

Organization ChalL..........cooii i e e e e e e e e e e e et et e e et et e ee e te s e s e s e e aeeeaaeaaaaaaeenenees 99
Budgeted FTEountsDepartment SUMMAIY..........c.ooeieiiiiiic e e e e e e e e e e e e e e e eeeeeeaeeanen 100
Budgeted FTEountsDepartment Detall............ccooiuiiiiiiiiii e 101

Departmental Budgets

Departmental BUAQELS..........coo oot e e e e e e et e e et e e e e et s e e e e s e e e aaaaaaaaaaaeees 105
L0312 (0] 1Y SO PP PP PPPR 109
L0214V O 11 o ot | PP P PR PPPR 115
I AG8 al Y JSNDAE. hEFAOS e 119
COMIMUNILY SEIVICES....coiiiiiiiiiiiiiiiiee e et e et e e e e e e e et ettt et et et a s e s s e s eaeaeaaeaeeeeeeeeasaesssenrnnnnnnnnnnns 125
DEVEIOPMENT SEIVICES....ciiiitiiiie ittt r et e e bbbt e e st bt e e s e bbbt e e e aabe e e e e s annnneeas 133
1= o SRR 137
Ta {0 g gF=uTo] TN IN=Tox T o [ o 1Y A0SR 141
Multi-Departmental BUAGEL..........oooi ittt e et e e e 145
o T RS 147
PUDBIC WOTKS. ...ttt e ettt e e e e e e e e e e bbb e e e e e eeaaeens 153
Appendix

Glossary Of Budget & FIinancial TeIMIS........cooiiiiiiiiiiiiiiee et 163




Cil:)/ Manager

TO: Mayor and San Pablo City Council
Re: City Manager FY 2018-2021 Quadrennial General Fund Operating Budget Message
Page 3

San Pablo
| Al Americ iy
\ I | I l /
(‘il’y qf New Directions 2014
DATE Julyl, 2017
TO: MAYOR AND SAN PABLO CITY COUNCIL
FROM: Matt Rodriguez City Manager
Re: CITY MANAGER ANNUAL BUDGET MESSAGE:

FY 208-2021 QUADRENNIUAL GENERAL FUND OPERATING GUNGET
ADOPTED BUDGET)

To the Honorable Mayor and Members of the San Pablo City Council:

tfSFrasS | OOSLIi 2y O0SKFfEF 2F Yeé aS8daFQuadieihial GRS / J
Operating BudgetFINAL ADOPTED BUDGET) for Fiscal Ye&2@1l Beriod.

Pursuant to San Pablo Municipal Code Section 3.04.230, the FINAL ADOPTED BUDGET document
enclosed herein provides detailed financial information about the policies, expenditures and
revenues forec 8 1 SR F2 NJ (G KS {ydariigiadrannialzoperativhal yiediod Heyidriiiy

July 1, 2017 and ending June 30, 2021, with a-yeat period for adjustment of forecasted
expenses and revenues after the fiscal year period ending June 30, @0d@npleton of year 2

of the budget.

BUDGET, FISCAL & LEGISLATIVE STANDING COMMITTEE REVIEW

TheFINAL ADOPTED BUDGEIh&FY 201-2021 period was submitted for formal consideration

and review by members of the Budget, Fiscal & Legislative Standing Committee (Mayor Cecilia
+ f RSTk/ 2dzy OAft YSYO SN waiOK YAyySeo 2y al@& Hn?
review of allproposed expenses and revenues for period 20081, the PreliminanDRAFT
BUDGETwas submitted as presented by the City Manager to the City Council for formal
consideration, review and adoption. The Standing Committee during their preliminary review did
recommend a minor change in the proposed City Council Travel and Training Annual Allocations
under the proposed FY 20921 City Council Department Budgets. On June 5, 2017 the
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Preliminary DRAFT BUDGET was reviewed by the City Council under a forimalgawivig which
was duly noticed.

BUDGET PUBLIC HEARtNGBETY COUNCIL REVIEW

Following a duly noticed public hearing on June 5, 2017, the City Council voted to proceed with
formal adoptionof the Preliminary DRAFT BUDGET following public comment. Additionally, the
City Council voted formally by majority vote (minute action vote) to proceed with incorporation
of one minor budget expense revision, as follows:

+ Budget Adjustment (Approved biylajority/Minute Action Vote)

The City Council authorized an annual increase of $2,500 annually for each fiscal year period (FY
20182021) under the City Council Departmental Budget/Council Travel & Training Budget to
increase the proposed annual allocat®provided to individual Mayor and City Councilmembers

by an additional $500 annually for a total budget increase of $2,500, respectively. All increased
budgetary expenses would be funded out of ¥ead City Manager Contingency Budget if annual
expensegxceeded budgetary limits. Motion passed unanimously by minute action vote to amend
the DRAFT BUDGET, and to proceed with formal adoption on June 19, 2017.

+ Final Budget Adoptiorr Adopted Resolution #201-123

On June 19, 2017, the City Council adopRasbolution #201123 which formally adopted the
FINAL ADOPTED BUDGET and CAPITAL IMPROVEMENT BUDGET for per2@®1FY 2018

BUDGET & FISCAL ACCOMPLISHMENTS

During this budget process, trerwere several noteworthy fiscal achievements that are
highlighted, as follows:

Previously, the City Council adopted the Biennial Operating Budgehéoperiod FY 20157

which concludel this June 30, 2017. Since January 2017, the new budget cycle was initiated by
GKS /AG& alyl3aSNE FyR GKS / Ale& Quasconzeiedbyithe¢ S| Y d
all City Departments. All negssential spending was eliminated from tfk@NALADOPTED
BUDGE®&Nd revenues adjusted to present a balanced fpear FINAL ADOPTED BUDGHere

are several budget rationale for the development of a kbeign multi-year budget, as follows:

+ FourYear Stability Approach to GF Budget

In January 2017he City Manager proposed a mei#tiS | NJ 2 LJISN} G Ay 3 o06dzRISG 7T
consideration for the upcoming budget cycle. This rydar approach was authorized by the
Budget Standing Committee in January 2017. A-year, quadrennial General Fund gpéng

budget format was proposed following the ongoing success of the last three (3) consecutive Two
Year Biennial General Fund Operating Budget adoptions by the City Council for fiscal year periods
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201113, 201315, and 20187. A key factor to the mulyear budget approach is to
simultaneously achieve agreements with all representative employee labor groups along with a

the longterm General Fund Operating Expenditure Plan resulting intemg economic stability

of major cost factors while new econaendevelopment opportunities are pursued. Projected
flro2NJ Oz2ada INB GKS Y2al aA3IyAFAOLyYyd FyydzZt

+ U.S. Economy Rebounding and Recovering

The U.S. Economy has been recovering slowly and unevenly Bmekepths of the economic
recession in 2009. The economy has received further support through expansionary monetary
policies. This includes not only holding interest rates from increasing significantly but also the
unconventional practice of the U.S. gomerent buying large amounts of financial assets to
increase the U.S. money supply and hold down long term interestraggractice known as
GlidzZd yGAGErEOGAGS SEHaiay3ae o

While the labor market has recovered significantly and employment has returngdetorisis
recession levels, there is still widespread debate regarding the future and health of the U.S.
Economy. In addition, even though the worst effects of the recession are now fading, the economy
still faces a variety of significant challenges gofarward. Deteriorating infrastructure, wage
stagnation, rising income inequality, elevated pension and medical costs, as well as large current
government budget deficits, are all issues facing the U.S. Economy in the coming years.

+ GFDesignated Reservesllocation Growth

For yearend of FY 203-17, the City is completing a successful and financially productive year. All
City Departments are otarget to spend nearly all of their respective alltexh budgets An
important factor contained in thisSINAL ADOPTED BUD@EThe ongoing practice of using
audited fund balance generated from budget surplus at the end of the previous FY 2014/15 and
FY 2015/16 periods, respectively. Both yead budgets resulted in yeand budget surplus,
where annuatevenues exceeded annual expenses at the end of the fiscal year period.

C2tt2oAy3a NBOASG o0& GKS /AdeéeQa ! dZRAG2NE (GKS
periods ending June 30, 2015, and June 30, 2016 resulted in substantial audited funue: g
generated which consisted of yeand cost savings from City Departmental Budgets and
unforeseen revenue increases from otime federal and state grants, and increased Casino
annual revenues, with other external revenue sources combined.

SinceJanuary 2014, following Fiscal Resiliency Policies adopted in October 2013, the City Council
has maintained the fiscal practice of allocating yead audited fund balance to new GF
Designated Reserves. Much of this yead audited fund balance is beiadjocated as ond¢ime

budget allocations by the City Council during the course of the fiscal operating period. Typically,
each January, these allocations have been approved by the City Council for financial programming.

Most recently, in January 2017 glongoing and continued practice of using yead audited fund
balance for future allocations (which totaled $4.7M in FY 2014/15 and $9.1M in FY 2015/16)
resulted in a combined $13.9M builgh of onetime GF Designated Reserves. This is above and
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beyondthe Fiscal Resiliency Reserves of $1%2hthe GF Designated Reserves of $18.@Mich
have provided positive bond ratings and a source of-tame funding for City projects.

The buildup of City Fiscal Resiliency Reserves and GF Desighated Reseevesshéed in

ongoing favorable bond ratings from rating agencies needed for restructuring $2.7M in Local
{dzO0Saa2N) ! 3SyoeqQa o[{!0kw5! RSol 206f A3l GA2Y:
August 2016. Additionally, favorable bond ratings wilagly assist with a future $11.8M bond
issuance during the first quarter of FY 2017/18. Lease Revenue Bonds will be authorized by the

I AG& [/ 2dzyOAf X YR AGQa W2AYy(d t-tBng Gapifal fudds 60 y OA Y
0dzA f RAy 3 (OyHallProjedt.Qa y S o

+ Continue practice of using Ortme Funding for Economic Development Projects is
recommended (Yeaend audited fund balance)

With increased operating expenses planned for the next-f@ar budget cycle, there are risks
associated witladding new financial cost obligations to the General Fund Operating Budget if and
when yearend audited fund balance diminishes in future years.

However, for now, the City Council has seen ongoing growth in yerad audited fund balance
but caution should be noted here as this is not a lostgrm funding source that will materialize
in future years, especially during a rebounding economy.

4+ No Annual Growth Factor

NOannual growth factor on expenditure sideyear 2to curb costs and eliminatébudget creeg

is proposed in the new FINAL ADOPTED BUDGET for the nexdolnudget cycle. This will
assist with fiscal controls and financial discipline so that projected revenues continue to outpace
annual expenses year after year.

+ FiscalResiliency Reserve Policy Reforms

¢tKS /AGeQa FAaOlIf 2dzif221 ySSRa G2 o0S 2yS ¥2
GFAAO0FE NBaAtASyOeéd G2 SyadnNB (KFG Sy2dzakK NB
financial contingencies. his means that the CitROES NOmaintain a windfall of revenue to

spend yeatto-year in the GF Operating Budget. There continues to emerge the ability to use one
GAYS DC 5SaArA3daylFiSR wSaSNWS CdzyRAy3 ' ff20IGA2
Capital Improvement (CIP) Budget, and economic development projects. But, based on these
FAAOLFE NBF2NY I OKAS@SYS yeiyxautiotaky®r the hakt&fadgearF A & O
budget cycle.

There must be continued resolve by City Council and City staff to monitor and ensure that modest
revenue increases or ye& Y R | dZRAGSR FdzyR ol flyOS Aa OFNBT
stabilizes during the economic recovery, with revenues and expgeimsgose alignmenteach

fiscal year period.
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CITY MANAGER FINANCIAL RISK WARNING
+ Rebounded economy, BUT New Norm is Slow Growth

As previously mentioned, the City Council needadknowledge that the City Manager and staff

are monitoring the recovering U.S. Economy which could impact State and local governmental
budgets natiorwide. Additionally, with the sweeping reforms imposed by the current Federal
Administration and newly etded President, there is considerable uncertainty of these reforms on

the U.S. Economy in a number of areas, especially health care, unemployment and stagnated wage
growth.

+ Proper fiscal management and internal controls

With a longterm FINAL ADOPTED EHT, and the economic uncertainty for the U.S. Economy,

it would be prudent for the City Manager to propose that all City financial operations identify,
FaasSaa FyYyR YIylF3S NA&A] F2NIGKS /A0eQa FAYIlyOA
will mean audit or financial assessment findings must have the internal capacity of key staff to
STFSOUAGSt & Y2yAU2NI ' yR Syadz2NB K Sal dpsfatichd NX (0 &
Additionally, thismeans that the City Council and City Dépants remain prudent in making
FAYIFYOALET RSOA&AZ2YA AYy GUKS Fdzidz2NB GKFG yz2a S
capacity.

+ Plan for Major Financial Contingencies

The City Manager has always planned for major unforeseen contingencies that may impact the
City organization. However, not all major unforeseen contingencies cantlmgpatedduring the
economic recovery period. Resources were proposed inFINALADOPTED BUDG#BTplan

ahead whenever practical to meet significant cost factors such as debt obligations and ongoing
CalPERS and retiree health cost increases during this nexydaurbudget cycle. Ongoing
pension and retiree health aggnificant cat factorsfor the City going forward in future years.

+ Focus on longerm economic viability

Following budget adoption by the City Council in June 2017, the City Manager stresses that internal
policy focus must be on loAgrm economic viability for theCity. This means continued
development of new revenue sources and encouraging new private investment through economic
development in key areas. Emphasis over the past six years has been to transition from the
dissolution of redevelopment to a new econandevelopment paradigm using ofiene audited

fund balance. In recent years, the City of San Pablo has continued to develop major community
projects to enhance the quality of life and amenities for its residents which has had a positive
impactonencouragy 3 Fdzi dzZNB LINA G 0S Ay @SadyYSyid 2 LI NI
miles for the future.




TO: Mayor and San Pablo City Council
Re: City Manager FY 2018-2021 Quadrennial General Fund Operating Budget Message
Page 8

+ Revenue and Expenditure adjustments planned for Mi@ar Budget Cycle (June 30,
2019)

At the end of Year 2 in theINAL ADOPTED BUDGITiscal period ending June 30, 2019). the

City Manager indicates that revenue projections may be adjusted and increased for the remaining
Years 3 and 4 in th€INAL ADOPTED BUD@EH& to economic development and parking
expansion at Casino San Pabla®the Lytton Rancheria Band of Pomo Indians prospectively close
escrow on the 8.3 acre DMC parcel. This influx of new Casino revenue may have a positive impact
on City projected revenues in the next two years. At the same time, if no potential revepue i

the horizon, the City Council must continue to exercise fiscal restraint as this projected revenue is
anticipated but has not materialized as of yet.

+ | RKSNByOS G2 CcAaolf wSaAatAaSyoe t2ftA0ASa 6!

¢CKS /AG& [/ 2dzy OAf Quith Bal Rekiliénab Rlicds 2dohtéd AnlOytéh&r 2013
KIS AYyONBFaSR GKS FAYyFYyOAlf adroAftAide 2F (K
much needed critical funding with one time funding for projects, services and equipment through
theGFB aA3Iyl GSR wSASNUSad ¢tKAA O2ydAydzSa (2 oS
but may not last indefinitely over the remaining next four year budget cycle.

+ Limited audited fund balance projected for onetime spending on economic
developmert projects in 201821

Casino San Pablo annual revemai¢ghe City continues to groweaverage of 3% annually. In fact,

for the FINAL ADOPTED BUDGETgreater reliance on increased Casino revenue will
systematically reduce the amount of yeand revenuewhich contributes to yeaend audited

fund balance. Therefore, with increased reliance on Casino annual revenue to balafdiAte
ADOPTED BUDGIEToutlying yeas, a greater reliance on year end cost savings will result. This
may contribute to adiminished yeaend audited fund balance for future programming and
budget planning into the GF Designated Reserves to fuel economic development projects in the
future.

+ Increasing interest rates will affect cost of borrowing

In May 2017, the Feder&eserve took one more step toward removing the economic stimulus
policies that still linger from the former Federal Administration under President Obama, and the
aftermath of the economic recession. The U.S. Federal Reserve finally raised its kegrehort
interest rate to a range of 0.75% to 1%. That's the highest that rate has been since 2008, and it's
the first time the Federal Reserve raised its rate this year.

What investors, economists, and borrowers, however, have been waiting to find outketlezal
wSaSNBS . Iy1Qa dzZRIFIGSR SO02y2YA0 LINR2SOGA2Yya 6
underthe newly elected President has not been able to boost the economy since PreSidemnp
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took office in January 2017. However, continued growtpefally comes along with more jobs,
and eventually rising wages as the economy continues to rebound and recover.

With the unemployment rate at 4.7% in February 2017, the job market is already considered near
GFdzZ € SYLIX 28YSyiGé¢ o0& aSBE@PBKAEt SCSRERI fICSREWA OA |
measure of inflation shows prices are up 1.9% over the previous 12 months ending in January
HAMTES AYOKAYy3a Of2aSNJ G2 GKS OSYUdNIf erestrgtg Qa 3
hikes are forecastkfor late summer 2017, and another rate hike possibly by year end 2017.
LYONBIF&SR AYyGSNBald NIGS KA{Sa oAatft I FFSOG GKS
future bond issuance scheduled for the First Quarter of the new FY 2017/18foeth City Hall

Project. Currently, as proposed in tRNAL ADOPTED BUDGHE®Gtal of $700,000 in proposed

'y y dzl RSoG 20ftA3FGA2ya NS 0dzZRISGSR | RS dz |
projections.

+ Dollar impact for changes to CalPERS diistt rate and actuarial assumptions

Contained in the FINAL ADOPTED BUDGET are expense forecasts for implementation of the new
CalPERS discount rate on actuarial assumptions for the City which are slated to increase over the
next fouryear budget cycle. djinning in FY 2017/18, the annual cost impact is forecasted at
$1.75M, increasing to $2.25M in FY 2018/19. Additionally, another increase in FY 2019/20 is
anticipated at $2.86M, with an additional expense impact of $3.33M in FY 2020/21. In December
2016 the CalPERS Board approved the discount rate what the CalPERS Board assumes will result
in a $304 billion annual investment return for CalPERS in a typical fiscal year, July 1 to June 30. It's
a critical component of pension financial planning, becauise Q& dza SR A séquietl f O dzf |
contribution ofthose whoare part of the CalPERS system

Based on the advice from financial advisors to CalPERS, achieving a 7.5 percemttretuate

in place since 2012 was now far less likely than it wassjuwo years ago when CalPERS last
revisited their investment policy. Solid investment returns are the cornerstone of the CalPERS
system they pay for nearly twdhirds of every dollar paid out in pension benefits.

But, cutting the discount rate has refhancial impacts for California taxpayers. Local public
agencies, state and school districts that make up CalPERS will have to contribute more money
annually. So will many individual public employees, especially those hired after the Public
Employees' énsion Reform Act took effect in January 2013. Pension liabilities too will grow
before they level off and begin a downward trend.

Those hard realities helped inform the CalPERS Board when it decided to reduce the rate over
three years- to 7.375% immeditely, to 7.2%5 in July 2018, and, finally, to 7% a year later. To
sustain the CalPERS Fund for decades to come, and pay the benefits promised to public employees,
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the discount rate had to be reduced by the CalPERS Board. For their own budgeting purposes
they didn't want the rate to be cut dramatically in one fell swoop atierefore, phased the
reduction overthe next three years.

Overall, the reduction is a key step to ensuring the lmrgn sustainability of the CalPERS
Retirement Fund and keeping place reasonable retirement benefits that public employers need
as they compete in the marketplace for talented workers.

CalPERS is a maturing pension fund like many across our nation. More money is going out in
pensions than coming in, CalPERS h&mvafunded status, a decline in the number of active
workers supporting retirees, and a lesgturn investing environment. These issues cumulatively

are real financial policy reform issues, but CalPERS states they are on the right path to full funding
and the CalPERS Board's action on the discount rate has strengthened their efforts in that
direction.

CITY MANAGER FINANCIAL OUTLOOK

+ City must create new Economic Development Opportunities

The/ Adeé A& KSIF@Afte& RSLSYRSydG 2y Fyydaf /lFaiayz
annual GF revenues. New economic development opportunities need to be fostered over the next
budget cycle. Additional new revenue sources were added to annteddsted revenue in the
DRAFT BUDGET from Plaza San Pabloogewett (i.e. County WIC Project, andure Medical

Office Building), and the new Digital LE&DIFreeway Sign to annual GF revenue projections.
Economic diversification is key ardcouraging private investment into infill development sites

OKNRdzAK2dzi GKS /AGeé NS ySSRSR (G2 O2y GNAO6dzi$S

+ Support ongoing development of Ciwide Municipal Broadband Project through new
CFD mechanism (O&M)

The Citywide Municipal Broadband Project is still a worlpmogress with Phase | of construction
slated for implementation in FY 2017/18. However, capital funds needed and a U.S. EDA Grant
are needed to cover the cost of this initial phase of congiomc Additionally, the City Council

must support establishment of a future Community Facilities District (CFD) mechanism during FY
2017/18 to help sustain the annual operating and maintenance costs and for capital financing to
continue to build the operiiber optic network. Once accomplished, the new broadband project
could result in substantial economic benefits to the City as well as provide faster and larger
internet bandwidth capacity for San Pablo businesses and residents in the coming years.

10
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+ New Economic Partnership with Lytton Tribe once DMC escrow closure completed

The City must continue to develop a new economic partnershiptivétytton Tribe who operate

Casino San Pablo. With potential escrow proceedings coming to a close in early B8 @dthe

y®o | ONB 5a/ LI NOSt > K SpafkidageidpangonbppdrianBiesavouldY Y S R
directly result in potential new revenue to the City under current terms of the adopted Municipal
Services Agreement with the Lytton Tribe. Howevihe potential for future economic
development on the largest commercialtpned property in the City would also result in potential

new jobs and economic benefits to the City and its residents, and could greatly complement the
current Casino San PabldA balanced approach to seeking any new or potential commercial
development of the DMC parcel by the Lytton Tribe must be a mutually beneficial partnership
between the City and Lytton Tribe in the future.

+ Avoid frivolous GF spending

The City Manager hasarned the City Council that any frivolous GF spending would result in
potential deficits or compounding of annual expenses. There is a delicate balance of expenses and
revenues forecasted over the next four year budget cycle. The City Council neetisitofrom
elaborate or increasing GF spending unless a dedicated revenue source is identifoatbfii@e

GF Designated Reserves,a new evenuesource) to mitigate any impacts on the GF operating
budget including annual GF subsidies.

+ Measure Q revenueut by 50%n Nov. 2017

Passed in June 201fhe Measure Q Sales Tax Measure is slated to be reduced from ¥ cent to %
cent sales tax in November 2017, and sunsets in year 2020. A number of municipal services are
Fdzy RSR FNRY GKAa RSRAOFGSR FdzyRAYy3a &a2dmWOSO
approved by local voters will be reduced by 50% annually. Lustséiag $380,000 are projected

in FY 2017/18, with additional ongoing losses of $416,000 beginning in FY 2018/19. This loss in
annual revenue will be substantially absorbed (or ther8ford dzo 8 A RAT SRu o6& (KS
Budget over the next four year budget cycle so that programs such as School Resource Officers,
Police Cadets, SPEDC workforce development programs, and Youth Services/Full Service
Community Schools grants and progigcan remain substantially funded over the next four year
budget cycle.

+ Healthcare and Retiree Healthcare costs projected to increase

Healthcare expenses for City employees continue to escalate oveettidouryear budget cycle

by approximately5% per year. With theincertainty surrounding Affordable Health Care ,Act
additional health care industry impacts are not known at this time. For City employees, increased
healthcare costs are contained in the DRAFT BUDGET with $2.2M budgeted in B glk74n
additional $500,000 for Retiree Healthcare. These costs are not controlled by the City and will
continue to be amajor cost factorfor the City.

11
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+ Invest in Deferred Maintenance (i.e. replacemenf City infrastructure vehicles, and
computers)

The City Manager is concerned about ongoing funding availability to address deferred
maintenance with includesreplacement of City infrastructure vehicles, and computers
replacement. These costsemanaged using onreéme appropriations from the GF Designated
Reserves with some funding contained in &AL ADOPTED BUDGE 5year CIP BUDGET
over the next four year budget cycle. City infrastructure replacement for aging City facilities,
and/or upgades to existing City parkacks a consistent and dedicated funding source. City
vehicles and IT replacement are essential items needed for City service delivery and for employee
work productivity. All items must be continually budgeted for City operatto be effective and
sustainable As we all know, technology becomes obsolete year after year. Therefore, IT
resources must be replaced periodically to maintain productivity and service levels for the City.

+ Preservation of Casino Revenue (Clas&diming) per current MSA agreement & build
up of new Casino Revenue Sustainability Reserve

In June 2016, the City Council established a new Casino Revenue Sustainability (Resei 80).

The new reserve fund contained in the GF Designated Reservesttyis allocated at $1M.At

the completion of each annual audit, and following certification of the Comprehensive Annual
CAYlIYOALFf wSLR2NI o6/!'CwO o6& GKS /AGeQa AYyRSL
percentage of the net change in yeemd audited fund balanceip to a maximum 50.0 percent

may be deposited into the Casiitevenue Sustainability Reservehe purpose of the reserve is

to mitigate against the potential impact that a sudden shutdown or loss of casino revenue would
have onthe/ AGéQa FtoAfAdGe G2 YIAYyOdlFAy AbDdegasBéid 2 LIS
withdrawals from the fund are discretionary, but require approval by the Budget, Fiscal &
Legislative Standing Committee and a majority approval by resolution of th€dlitycil. The new

reserve is intended, and must continue, to grow over time.

+ Maintain longterm, stable Partnerships with Employee Labor Groupsygar MOUS)

The City has always had letegm sustainable employee labor group partnerships with
representatve units in the City. These MOUs have sustained labor costs in the GF Annual Budget
over the last six (6) years, with two (2) consecutivgedr labor MOU agreements. Our City
employees have greatly contributed to the economic stability of the City thelast six (6) fiscal

year periods by assisting with sustaining labor costs over time, and contributing more to the
pension costs through CalPERS. Currently, a total of $550,000 in City Council approved projected
labor costs are contained in tHINALADOPTED BUDGI6owing the conclusion otollective
bargaining in June 2017.

+ Support ROl/sale proceeds back to City

With the economic recovery period abounding, the City Manager stresses that continued support
for return on investment policies (dROI) must be an ongoing financial policy supported by the
City Council when disposing of City surplus property. With limited opportunities, the City must
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take advantage of market considerations and the potential generation of future sale proceeds that
could be reinvested into the community through new public or park facilities and/or City
activities, programs and services. This reduces the dependency of relying eimen&F
Designated Reserves and the GF Budget resulting in opportunity costs thasapplént critical

and essential funding.

MEETING THE FISCAL CHALLENGES
+ Budget Strategies for FY 202821

During the previous FY 20061 06 dzR3ISG O0e O0f Sz (KS /Adé&Qa . dzR3
which would have resulted in operating deficits. As the City developed the FINAL ADOPTED
BUDGET for FY 20a7nH MX GKS / AG@&Qa . dzR3S ination $flstratedied, A y
including looking to a muliyear approach to solving financial issues.

This included the following famncial planning considerations:

(1) Adopt a MultiYear Operational Budget

(2) Increase operational costs compared to FY 207baseyear levels

(3) Eliminatenon-essentiakpending that would have resulted in operating deficits

(4) Project realistic revenues to meet projected expenditures

(5) Cut Measure Q Sales Tax Revenue by 50% in Nov. 2017

(6) Cdzy' y St AWBY §F dzy R & ¢ -erfHl 2udifstd érdatg HositivéSHalbidces in the GF
Designated Reserves for economic development

(7) Create pedictability in growth of labor costs with foyear agreements

+ Major Cost Factors for FY 202821

Please note that the FINAL ADOPTED BUDGET is built upon a series of assumptions needed to
stabilize operating costs through efficiencies, and eliminate-essential (ondgime) spending to

be on pace with revenue projections. Thexee major cost factorgontained in the FINAL
ADOPTED BUDGET to be continually monitored. Major cost increases in Year 1 (FY 2017/18) of
the FINAL ADOPTED BUDGET include the following:

1 Employee Labor Costs:Effective July 1, 2017, a cesitliving increase (COLA) for
miscellaneous and safety employees will be implemented following collective bargaining
with representative units. This represents a $555,000 increase from the final year of multi
yearemployed | 6 2 NJ INR dzLJAQ ah! Qad 6KAOK SELANB 2y
factors and/or savings realized from collective bargaining with employee labor groups are
incorporated into the FY 2012021 period.
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1 CalPERS Pension Costs: FY 17/18, unfunded ag@rial liability (UAL) totals $1.8M to
address lowered discount rate (investment rate of return), longer mortalitysratpdated
I OG dzl NA | f GrofSax SGO0d ! yydz € LISYaAz2y oa)
expense of $3.5M

1 Rising Healthcare Ctss A total $2.2M in FY 17/18 for all employees plus an additional
$500,000 for Retirees.

f C, mTtkmMy 2 2NJ SNE&Q ThiQisvaigsificant cashfacidr al $868,008. Y
When combined with unemployment insurance of $313,000, the two total né&drly.

1 MPA Insurancetnsurance osts $777,000 in FY 17/18 for property, fire, crime and
general liability

1 Increased Supplies & Services Costg1 overall increase of $530,000 in Public Works for
deferred maintenance and to cover new facilities follogvoconstruction (i.e. County
Library, New City Hall, etc.) and other previously unbudgeted expenses

1 Community Affairs: $465,000 in new annual Library lease payments in FY 17/18 plus a
contractual increase of $300,000 with the Contra Costa CountyHfotection District
(ConFire) to continue to sustain EMS services at County Fire Station #70 during FY 18/19.

1 Special Departmental Expense#in increase of $700,000 to cover projected debt service
on the future $11.8M New City Hall Lease Revenue Bamt® issued during the first
guarter of FY 2017/18.

1 New TriCities Dispatch and CAD/RMS Agreemediigoing costs of approximately $1.1M
with the Cities of Hercules and Pinole which will be minimally offset bytioreerevenue
from CAD/RMS reserves resaf from dissolution of the previous West County
Consortium under the management of the City of Richmond. Most of thdioreesetup
costs for the new service model have been incurred during FY-PD16

T Utilities: Expenses total $403,000 in FY 2017i&8luding the annual solar loan payment
of $88,000 to the State of CA Energy Commission. Diesel and gasoline costs are also rising
to $309,000 in FY 2017/18. However, the increase in fuel will be fully offset by higher gas
tax revenue associated with ¢hRoad Repair and Accountability Act (SB 1) which was
adopted by the State Legislature and signed by the Governor in early 2017.

1 Program Costs and SuppliesService level enhancements of $350,000 are included for
Community Services DepartmenYouth Sevices Division which will be covered with the
/I AlédQa DC . d#0% Eeductidrof Meashrk ¢ Bales Tax revenue. These are
costs outside of the Measure Q spectrum.
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1 No FTE Layoffs:No layoffsare necessary as a budget reduction or cost savihggegy

for any year of the fouyear budget period are proposed. Note: The last FTE reductions
used for budget balancing purposes was incurred during FY-2D10his is a potential
10-year period of no FTE layoffsver the last six (6) years and ndatir (4) year budget
cycle.

+ Major Revenue Factors for FY 202821

In preparing for General Fund revenue forecadtss FINAL ADOPTED BUDGHECIudes
conservative and practicgbrojectionsto determine Total Revenues, which generally include no

revenue increases in Year 2 with a modest 1% annual increase therddtay. of these revenue
projections were factoreihto the FINAL ADOPTED BUDGET.

PRELIMINARY DRAFT BUDGET RECOMMENDABUODNSET SUMMARY

FY 20172021, the following table represents the preliminary DRAFT BUDGET summary (expense
vs. revenue) for the period as follows:

T

Casino Business Tax*Annual Casino Revenue was budgeted at $18M during FY 2015/17,
and increased by 14% and budgeted at $21.0M in FY 2017/18. This comprises 53% of total
budgeted GF revenues. Annual increases of 3.0% are realistically projected in Years 2, 3
and 4 over thenext fouryear budget cycle.

Property Tax RevenueNo major adjustments in revenue from FY 2415 FY 17/18 is
budgeted to be basically flat with minimal growth over the next four year budget cycle.

Sales Tax RevenueSignificant decreases are cdrtawith the reduction of Measure Q
Sales Tax from %2 cent to ¥ cent in Nov. 2017. Losses totaling $380,000 are projected in FY
2017/18, with additional ongoing losses of $416,000 beginning in FY 2018/19.

Franchise Tax Revenuérojected to remain steadgt $750,000, an increase of $80,000
2P0SN) C, HAMCKMT | Y2dzyidao CN} yOKA&aS F¥SS N
Refuse and Franchise Fee with Republic Services (dba RSS).

Digital LED Sign Revenudlew revenue budgeted at $100,000 in FY 2017&®i
increasing to $300,000 in FY 2018/19 and beyond.

Rental Income:Lease revenue increases to $607,000 in FY 17/18 due to the new County
WIC Building, then to $750,000 in Year 2 with the addition of another Medical Office
Building lease.
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1 Road Repair ath Accountability Act (SB 1)Recently enacted legislation in early 2017 by
Governor will create $178,000 in new revenue in FY 2017/18, increasing to $530,000
during the next four year budget cycle.

FINAL BUDGET RECOMMENDATIBUEGET SUMMARY (FY 2218

The following two (2) tables represents tRNAL ADOPTED BUDGHMmMary (annual expense
vs. annual revenue) for the period of FY 22021 as recommended by the City Mayer for City
Council review and consideration, as follows:

FY 2017/18 PROPOSED BUDGET FY 2018/19 PROPOSED BUDGET
Baseline Revenue 39.3 Baseline Revenue 40.3
Sale of City Parking Lot 0.0 Sale of City Parking Lot * 0.3
One-time Transfer from GFDR 0.0 One-time Transfer from GFDR 0.3
Total Revenue 39.3 Total Revenue 40.9
Total Salary & Benefits 20.7 Total Salary & Benefits 20.9
Total Service & Supplies 15.3 Total Service & Supplies 16.8
CalPERS UAL 1.8 CalPERS UAL 2.2
CIP Budget 1.2 CIP Budget 1.0
Transfer to GFDR 0.3 Transfer to GFDR 0.0
Total Expenditures 39.3 Total Expenditures 40.9

* Partial proceeds based on sale price of $2.5M

FY 2019/20 PROPOSED BUDGET FY 2020/21 PROPOSED BUDGET
Baseline Revenue 41.2 Baseline Revenue 42.0
Sale of City Parking Lot * 0.9 Sale of City Parking Lot * 1.3
One-time Transfer from GFDR 0.0 One-time Transfer from GFDR 0.0
Total Revenue 42.1 Total Revenue 43.3
Total Salary & Benefits 21.1 Total Salary & Benefits 21.3
Total Service & Supplies 17.2 Total Service & Supplies 17.7
CalPERS UAL 2.8 CalPERS UAL 3.3
CIP Budget 1.0 CIP Budget 1.0
Transfer to GFDR 0.0 Transfer to GFDR 0.0
Total Expenditures 42.1 Total Expenditures 43.3

* Partial proceeds based on sale price of 52.5M  * Partial proceeds based on sale price of $2.5M

ey
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ANALYSIS OF UNDESIGNATED FUND BALANCE (RESERVES)

+ FISCAL RESILIENCY RESERVE POLICY

On October 21, 2013, in order to protect the fiscal solvency of the City and to achieve greater fiscal
resiliency, the City Council took the important step of establishingFiseal Resiliency Reserve
Policy(Resolution 201359). This new policy adoptda City Council Resolution established
several new reserves and funded each at the recommended level in accordance with a pre
designated formula along with audited financial figures provided by the Comprehensive Annual
Financial Report (CAFR).

For the ANAL ADOPTED BUDGET, the undesignated fund balance reserves are allocated based on
the Fiscal Resiliency PolicyReserves are to be used to provide temporary financing for
unanticipated or extraordinary needs of an emergency nature, as follows:

Natural Dsaster or Calamity

Economic Recession

Unexpected Liability created by Federal or State action
Unanticipated Litigation or Legal Costs

> > > >

The following table summarizes the new Fiscal Reserves for the upcoming FY 2017/18 (Year 1) and
FY 2018/19 (Year 2) based adopted expenditure levels, as follows:

FISCAL RESILIENCY RESEVES AMOUNTS:

FISCAL RESERVES FY 2017/18 FY 2018/19

1 Catastrophic Reserve (50%) $19,628,529  $20,482,727
1 Budget Stabilization Reserve (5%) $ 1,962,852 $ 2,048,272
1 CM Contingencpccount(1%) $ 392,571 $ 409,653

PROPOSED GF DESIGNATED RESERVES:

PROPOSED GF DESIGNATED RESERVES FY 2017/18

1 Major Opeating Contingency Reserves $ 3,915,000*

1 Future Capital Project Reser@xcludes Casino

1 Revenue Sustainabiliigeserve of $1,000,043) $14,940163*
Projected Total: $18,855,163

Note: *Major Operating Contingency & Capital Project Reserves as adopted by CC on 0
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efforts in helping tadevelop efficient and lonterm budget spending plans for City Departments,

and for the time and effort they spent in analyzing fiscal impacts and service level options to keep
projected expensem linewith projected revenue levels.

As reiterated aga by the City Manager, there are fiscal risks during this current period of
economic recovery and rebounding of the U.S. Economy. With this fiscal uncertainty and risk, a
more permanent, longerm financial strategy to avoid the constant cycle of addimgeased
2LISNF GAy3 Oz2adGa 2N 60dzRISGAY3I 6KAOK FIF NI SEOSSF
be closely monitored over the next four year budget period. Any fluctuations in revenues will
result in a direct adjustment to expenditure platwsavoid deficit spending in future years. There

needs to be constant monitoring of efficient spending (versus the reluctance to make frivolous
spending) in the future due to the fiscal risk warnings outlined by the City Manager in this City
Budget Messagy Additionally, the City Manager recommends following the financial guiding
principles as we continue to exercigeT A & O t ¢ NBAINIASKOey SEG F2dzNJ &
follows:

1 Continue service delivery efficiencies using new emerging technoleg® minimize
annual operating costs; and

1 Promote new revenue growth opportunities; and

Exercise fiscal discipline and spend within appropriated budget levels; and

i Target onetime funding investments from GF Designated Reserves to meet economic
development goalsand havea positive impact to the CitfNote: Limited audited fund
balanceis projected for onetime spending on economidevelopment projects in 2018
21)and

1 Continual growth by City Council of the Casino Revenue Sustainability Reserve

=

+ CITY MANAGER ACKNOWLEGEMENTS

| also want to thank a few key staff members who significantly assisted in the preparation and
timely delivery of this multyear GF Operatingudget, namely Assistant City Manager Reina J.
Schwartz, Finance Director Kelly Sessions, and Assistants to the City Manager Charles Ching and
Tina Gallegos. My thanks also extends to all members of our City Executive Leadership Team and
all City emploges for their due diligence in making this FINAL ADOPTED BUDGET even possible,
and for their ongoing focus, reflections and support on our H®rgn economic stability for the

[ AGe 2F {ly tlof2Y YR AdGQa ljdzr f AG& LINRPIAINI Ya
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Fnally, | also want to thank the San Pablo City Council for their support of this City Administration.
My staff and | look forward to working with you during the next four year budget cycle following
FR2LIGA2Y 2 F-evér R52012020 @uadrendl &M @pérating Budget.

Respectfully submitted:

o Date: 7 /r /{?_

Matt Rodriguez, City Manager
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CITY PROFILE

Profile of San Pablo

The City of San Pablo was incorporated in 1948 as a general law city under the lawStatéhef California. Located in

West Contra Costa County off Interstate 80, San Pablo is just minutes away from the Bay Area cultural centers of Berkeley,
Oakland and San Francisco. The City is governed by-mdimber City Council, under th€ouncidlManager form of
government. As of January 1, 2Q1fie State Department of Finangmpulationestimatestood at31,053F ONR aa G KS /
2.6 square miles. The Ciproposesa 2017//18 Total Operating Funds Budget of %3 million with 1825 full-time
equivalent (FTE) employees.

Over the years, the City has become a thriving residential g
business community. San Pablo is home to Contra Cg
Community College and is fortunate to have a wealth
community resources, including a library, compugglucation
center, a childcare facility, and a career center. Mal
multilingual nonprofits, like First 5 and Lao Family Communix
Development, round out the diverse support services offerd '
to residents. The City also offers youth programs and se
sewices to meet a variety of needs and interests, in additidg
to being recognized nationally and regionally for innovat
and cuttingS R3S LINPINI Ya o Il Aad2NROL @
fountains andplazas reflects that heritage.

The City provides a full range of services including: Police, Public Works, Economic Development, Planning, Building,
Engineering and Inspection, Parks and Recreation and General Administrative services. Each of thesesséumided
G§KNRdzZAK GKS /AdGéQa lyydzZadt 6dzRISG IyR OFly 6S F2dzyR Ay (K,

BUDGET POLICIES ORESS

¢KS /AGeQa ljdad RNBYyyAlf o06dzRISG asSNWSa a GKS F2dzyRFEGAZ2Y
maintains extensive budgary controls. The objective of these budgetary controls is to ensure compliance with legal
provisions embodied in the quadrennial appropriated budget approved by the City Council. Budgetary control is
established at the fund level. Budgets are preghend expenditures recorded at the object of expenditure level. The
accounting records are maintained using either the accrual basis or modified accrual basis of accounting, as appropriate.
The City also maintains an encumbrance accounting system aeomeique for accomplishing budgetary control.
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In fiscal year 2016/17, the City began preparations for its first quadrennial
City of San Pablo budget process. The budget looks out four years with a major budget update
every two years, creating a forwattlinking, livingdocument that undergoes
constant review and makes for seamless transition between budgets.
Individual departments can prioritize and recommend n&zmm budgetary
funding requirements while City management can see the impact of those
decisions over time hile meeting City Council lortgrm strategic goals and
initiatives.  In this way, the City has bridged the gap between annual
operational plans and lontgerm financial planning.

Quadrennial Operating
Budget FY 2018-2021

After departmental funding requests are submitted and reviewed by the City
MEylF3SNRE hFFAOS yR (GKS CAyYylLyOS 581
prioritized to fit with current financial obligations and within the constraints of

San Pablo

txrer projected revenue assumptions. The balanced budget is then proposed to the
1]])"  Budget, Fiscal and Legislati8eanding Committee before presentation to City
s Council at a scheduled public Budget Workshop in May or June with final
0dzZRISH R2LIGAZ2Y KIFLIWSYAYy3I G F /AGe [/ 2dzyOAf YSSGAy3 Ay V

still in its irffancy, this new quadrennial budget process is proving extremely valuable in managing the vagaries of budgetary
planning that is subject to the changing statewide political landscape and economic cycles over which the City has no
control (e.g. changes in RE pension liability formulas).

Activities of the General Fund, Special Revenue Funds, Debt Service Funds and Capital Project Funds are included in the
guadrennial appropriated budget. Budget-actual comparisons are included in the Summary Scheduletso8dor the
General Fund, certain Special Revenue Funds and certain Debt Service Funds.

Certain funds are not legally required to adopt quadrennial operating budgets as their appropriations are either: (1)
established by the related bond documentatid®) other legal agreements, or (3) are myléar projects covered through

the Capital Improvement Program (CIP) Budget whose budget cycle exceeds one fiscal year. The only City fund meeting
this criteria is the Public Works Construction Capital Projeatsd.

ECONOMIC OUTLOOK

The City can be characterized as an older community that is almost completely builiocé the D00 U.S. Censuthe
City population has remained relatively constamtith very little residential development activity Although property
values plummeted during the Great Recessitey have been regaining value over tiraed are nearing their 2007 peak
values Indeedjotal taxable valuetiaveincreaseddramatically over the last four yearsy 14.0%in 2015, 9% in 2016, 7%
in 2017 and 8% in 2018, an increase of $132 milfamthe year which increase was substantiallmore than what the
County experienced &%. Moreover, Proposition 8 introduced in 1978, whichllows taxable values to decline below
their indexed Proposition 13 levels when the real estate market dechiasdargely recoveredn fiscal year 2016/17, 76%
of all San Pablo properties that were awaiting restoration of their assessed valuatiorbbardully restored.Moreover,
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positive growth in assessed valuation is expected to coiover the next several years.

Median sales prices of San Pablo hem
CITY OF SAN PABLO

increasedsignificantlyin 2015 and 2016t Assessed Valuation of Taxable Property
22.™ and 14.3% respectively This Fiscal Years 2014-2018
(in Thousands)
equates toa total median sales price of
; ; ; Fiscal Year Total Taxable
$320,000 in 2016 Still there is ground to Ending June 30 Secured Unsecured Assessed Value
make up with a gap of $122,000 in th 2014 1,244,136,495 44,270,604 1,288,407,099
. . . 2015 1,420,050,225 44,184,743 1,464,234,968
median sales price of homes whic 2016 1,556,312,280 46,435,464 1,602,747,744
peaked in 2006 at $442,000ndeed, the 2017 1,676,817,299 45,076,140 1,721,893,430
2018 1,808,565,819 45,161,702 1,853,727,521

Great Rcession had far greater impacts i

commun i:l A é 3 ad Zo K I & { Source: Contra Costa County Auditor Controller.

experienced high property appreciation

during the previous decadeSignificantly, foreclosure rates across the couatg now approaching their preecession

norm, including San Pahldn 2016/17, the Contra Costa Countt A Sa a2 NR& 2FFAOS 2yfe& aK26SR
properties that were in the foreclosure process.

As the local economy continues to improve, regional unemployment
rates continue to drop. The unemployment rate for Contra Costa
- : County stood at 6.2% in 2014, 5.0% in 2015 and dropped even
SAN PABLO _ . o . . .
LY TTON CA%’) | further to only 4.4%in 2016 giving residats more |rjcent|ve to go o
back to shopping.{ 'y t I 06t 2Qa dzySYLX 2eYSyi
the Bureau of Labor Statistics lists it at 5.6% in April 2017, ayar ¢
from the peak high of 21% posted in November 2009. As a indication
of increasing employment, sales tax rate€iontra Costa Countyet
of adjustmentdncreased by3.3% over the same timgame one year
ago, while San Pablo sales were 43% over thesame time frame
after factoring out reportecaberrations. Moreover, as online sales
AYONBIF&aSz {ly tlotz2Qa alfSa GFE NBOSALII & ¥ NER Yother gathsin/ 2 dzy
GKS / AdeéQa adtafingan indréasef 15% oidr fhdime frame Coupkd with the steady growth ahe Casino
Business License Tax revenue, which makes up over 6@¢nefral Fund revenugs GKS /AleQa NBOSYdz
very strong.

With the recovering economy, inflationary conditioage returning nationwide, including rates in excess of 3.0% for the

San Francisco Bay Area. Despite the economic recovery, returns on investment income remain at very low levels and are
not expected to turn around anytime soon. This low interest rateiemment will have a greater negative impact on San
Pablo than other jurisdictions, because of the large cash reserves maintained to meet reserve policy requirements. Only a
few short years ago, the City was able to earn nearly 5% on its cash res@vesthe next year or two, rates of return

are expected to remain in the 1.0% to 2.0% range.
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In December 2012, the City received its first tax receipts from Measure Q, a

MEASURE Q s voter-approved onehalf cent sales tax measure. Designed to augment City
2015-16 Annual Report

economic evelopment efforts, programming for youth services, and
enhancing police activities, this tax is a general, not special, tax and is not
limited to specific uses. Measure Q revenues have outpaced projected
revenues each year since then. However, as apuoby voters, the
measure reduces to orguarter cent after five yearns October 2017 and

| completely sunsets after 10 years. As such, budget plans are being scaled
back and tailored to fit within the new limited capacity.

In December 2014, the City begaeceiving its first tax receipts from
Measure K, another votempproved sales tax measure. Measure K,
however, is a special tax collected in perpetuity that can only be used to
fund emergency medical services in the City of San Pablo. At a rate-of one
quarter cent of all taxable sales, the tax generatetb8,366in FY 2015/16,

= ‘ | its first full year of operation. Measure K taxes are projected in the current
be ,; f‘ PR j 1 budget at ¥60,000 annually, while the contract for enhanced emergency
medical services with the ComtiCosta County Fire Protection District is $1.2 million annually, increasing to $1.5 million in
FY201819.

During and immediately after the Great Recession, the City made a concerted effort to lower expenditures in tlandear
long-term, including redaed employee benefits and labor concessions. During the last two biennial budget cycles, this
strategy paid off as the City was able to present a balanced budget without the need to dip further into reserve accounts.
This has been especially significasitpwing the City to fund major capital projects with leveraged grant funds (e.g. the
Rumrill Sports Park and the Helms Community Center), despite the loss of approximately $3 million in annual revenue with
the dissolution of the redevelopment agency. rig this budget cycle, major capital projects will include the building of a
ySg [/ AGe 1+ttt FYyR {ly tlFoft2 . NIYOK [AONI NEO® ¢2 Syadz2NB
continue on this path of prudent fiscal practices to enstine ability to meet future obligations, including increased pension
costs, capital outlays and, emergency rieal services, etc.

FINANCIAL OUTLOOK

The City has developed a solid financial management system comprisestesal key
components, including conservative budgeting and spending practices; fiscal policies and procedures to guide future action
with adequate cash reserve requirements to weather coming financial stdatuse liabilities and unexpected emergencjes
and regular shorterm and longterm budgetary performance reviews and monitoringhese actions have resulted in the
following:
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A 1 ONBRAG NI Gay3{en CASING REVENUES
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performance supported by strong fisca "%

management practices as key credit positive
A similarly strong credit rating is expected t 200900
be issued during FY 2017/18.

$15,000,000

A Net increases to fund balance for the pas
several years, leading to healthy cash reserve 510,000,000
InFY2015/16, the net increase to the Genera
Fund balance was3%140,120 $5,000,000

: . . c oA, = 0o—0—=0 o— o—0 |
A I R2LIGAZ2Y 2F GUKS daC. $-

t2f A08¢ AY hOdG206SNJ - ; [
additional framework, usage, and payback requirements when dipping into cash reserves. Radsapsportantly, the

policy created designated cash reserves to fund known large expenditures, which have not yet materialized, such as vehicle
replacements, OPEB liabilities, capital projects, etc. These designated reserves are updated at leagt annuall

2008 2009 2010 2011 2012 2013 2014 2015 2016

A Improved budgeting and budget monitoring, including introduction of the quadrennial budget process, monthly
FAYEFYOALFE NBLRNI& F2N 0dzRASE Y y I IeasFinadckliPeam A RS | yR LINB |

A Acceptance of modest and sustainable sgladjustment andincreasel length of labor contractsto four years,
coinciding with the time frame of the Quadrennial Budget.

Governmental Accounting Standards Board (GASB) Statement No. 45 was
established in 2004 anequires the City to report the costs of OPEB as the employee earns the benefit, rather than as the
benefit is paid. While there is no requirement that the Cite-famd, or set aside the full Annual Required Contribution
(A.R.C.) for OPEB on an annual basis, the City Council established a $tnattrogy which includes pagsyou-go financing
plus an additional amount to prieind benefits. Prefunding OPEB obhgjons is projected to provide the City with savings over
the longterm, as prefunding contributions will be invested on a leteym basis until they are needed to pay for OPERjations.
Prefunding will ultimately allow for investment income, rath#ran City contributions, to provide the majority of funds
needed tocover OPEB obligations in the future. This funding strategy has resulted in the CityrfeVRERBissets of
$4,409,06%s of June 30, 2016.

MAJOR INITIATIVESMPLEMENTING OUR WORIAN

In 2010, the City created the Youth Services Program to develop services for Families and
Youth. Youth Services is committed to the healthy development of youth and is focused on developing positive
opportunities, progams and partnerships that will provide children and youth with skills, knowledge, support and

25




CITY PROFILE

resources leading to healthy and productive livéuth Services programs, services and initiatives support a community
where government, families, schoolswaenforcement, and organizations work together to create an environment
conducive to support young people, their learning and their success.

The City of San

Pablo City Council adopted a Resolution to devel LTER HELMS‘W OF T
a San Pablo Full Service Community Schools (F /MIDDLE

Initiative with the goal of transforming all school SCHOOL __ couoaks

in San Pablo into Full Service Communif
Schools. In a Full Service Community Schal
(Community School), the school district, cit
county, community and faitlbased organizations,
businesses, families and philanthropists form
strong, deep and transparent partnership. The‘“
can jointly address the identified needs .
students, familiesand the community in a 5.
comprehensive, integrated and accountable wa ol
The group shares leadership, works towards g
common vision and agenda, and shard
responsibility for results. A Community School
focuses on the needs of the whole chilghysical,
emational, social and academic to create the
conditions necessary for all children to learn and be successful in life. Unlike traditional schools, a Community School
strengthens families and communities so that they are better able to support student suesgSommunity School also
supports qualified and effective teachers who provide high quality instruction, promote high standards and expectations for
all students, and deliver challenging curriculum to help students thiwalter T. Helms Middle Schotihe hub of the San
trot2 C{/{ LYAGAIFINGA@SET gAftft RSOSt2L) aGNRY3ISNI O2yySOlAizy
Richmond High School where Helms students matriculdieese connections will align both the academic and service
elements of the initiative to promote student success, healthy and prosperous families and a healthy community.

¢ KS | 2dziK CdzidzNBa ¢l al C2NOS o6,C¢C0O Aa Y2RSH
Prevention Task Forcet ¢ C0 Ay GKS /AGe 2F {ly W2aS IyR (4KS NBOSyid S
have successfully implemented youth violence prevention/gang intervention strategies in their communities and reinforce
the concept that collaborative effts spanning from a broad spectrum of community partners ensure that a large number of
stakeholders accept responsibility and accountability for the safety, health and welfare of its youth, families, and
communities. The City of San Pablo is committedhi liealthy development of our youth within a context of community
safety and securityThe Youth Futures Task Force calls for various agencies and systems, including government agencies, law
enforcement, social services agencies, educational, gastsand faithbased organizations to work together to achieve a
more innovative, integrated, tearariented approach in working with youth at great risk of committing intentional acts of
violence and/or engaging in behaviors related to the gang lifestyle.16,28e YFTF expanded its focus to better align with
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the Full Service Community Schools Initiative enabl \ |
the City to prevent violence while also supporting a

enhancing programming that meets the needs of t , - s
whole child. The service areas for 20A@9 are , "_ / -
Community Schools Coordination, Out of School Tir| A 54 ‘ ?

Violence Prevention and Intervention, and You ' - ﬁ ﬂ
Leadership and Development. ) = .

San Pablo Team for Youths N
(TFY) was created as the funding arm of theuth ‘ J
Futures Task For@nd provides grant opportunities fo -
public and norprofit agencies to expand and/o
enhance prevention and intervention programs/services to youth exhibhiiggrrisk behaviors, including those that are
gangrelated. TFY is the funding mechanism for developing and deploying youth services that support the mission of San
Pablo's Youth Futures Task Force. In 2015, TFY became the funding arm for the CommuoligyrSihtive.

ircThe San Pablo City Council hosted its first Childhood Obesity Prevention Task
Force meeting in March 2012 to bring awareness to the growing childhood obesity epidemic in the
community. Representtives from over 20 groups or programs, including County, City;pmofit, communitybased and
faith-based agencies, schools, and medical organizations attendled.convening of the Task Force represented the first
step towards strengthening partnerships the fight against the growing childhood obesity epidentince then, the Task
Force has worked collaboratively with stakeholders to develop a Community Action Plan (CAP) that was adopted by City
Council on April 10, 2014. The CAP focused on incgeasimmunity awareness of the obesity epidemic, increasing
accessibility to healthy food and physical activity opportunities, and expanding healthy eating active living proginams.
Community Action Plan identifies program and policy priority areas, whiltuide collaborative efforts towards a healthier
San Pablo. In November 2014, the Council approved a $50,000 funding allocation to support the implementation of health
and physical activity programming for residents, focusing on children and youttg.adu

COMMUNITY ENGAGEMENT San Pablo

A pillar for any community is the ability to engage its residents in worthwhile commu
activities. 2014 turned out to be a banner year for the City of San Pablo as the National . .
League announced San Pablo as a winnéne@R014 A YSNA OF / Ad& ! g1 N 3 -Oi\rH\nL CaLE%,tﬁyEdzy 0NE Q3
prestigious award for outstanding, communitgsed civic accomplishmentSreated in 1949, the ’

All-America City Award is the oldest community recognition program in the nation. The 201

awards had a spedli focus on successful efforts to address the underlying conditions that affec

the health of our communities.

The City of San Pablo submitted an application listing three examples of successful community2() 14
exchange, civic engagement, collaboration, and @hol A 2 y ® ¢KS LINRP2SOda Ay GKS | LILX A
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Element, the Childhood Obesity Prevention Task Force, the San Pablo Economic Development Corporation (SPEDC), and th
San Pablo Police Department's Community Partnership Programs.

City leaders also understand the importance of ongoing civic engagement and reach out on a regular basis to provide
information in mixed media. The City has created new virtual afison sources for information pertaining to the City
through the programdbelow:

¢KS /AGéQa 6S0aAridsS LINPOARSA | -0odrSaday, days awkek,& & S|
from the comfort and convenience of home. Through this system, residents can report graffiti, street light outages, illegal
dumping and can also post questions and/or concerns that will then be routed to the appropriate staff person for response.

The Neighborhood Engagement Team is comprised of City Staff from various

departments. Theii Sy i 2F GKA& GSFY A& (2 LINPOARS | dqaz20AtS [/ AGe
set up at various City events to distribute information about City Hall services. Most recently the N.E.T. was present at an
EasteregghuntdgY YSNJ CF NYSNRa al Nj SiéGax 1 1ff26SSykhLISy 1 2dzaS S¢

Residents and interested parties can now sign up to receive a weekly electronic newsletter
AYF2NXYAY3I GKSY 2F OdzZNNByid S@SyiGa FyR ySéga Ay {ly tlofz2o
select the email topics that are of moshterest.

SinceNovember 2012, the City Council has maintained a contract with a social media
professional services provider to administer all City social media accounts to actively promote City activities, programs and
services. Community engagement-#gdA & &2 O0OAFf YSRAI adzOK a GKS /AdeQa cCIO
rise exponentially.

COMING SOON TO SAN PABLO

START EXPLORING
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ECONOMIC DEVELOPMENT

The City of San Pablo works cooperatively with the San Pablo

bﬁ pABL Economic Development Corporati (SPEDC), a 501(c) (3), to develop
e AR R programs aimed at eliminating barriers to employmeattracting
=t 5/‘5@75{ and enhancing business opportunities and facilitating site
E*L‘?;‘;)?“"”\‘T Cf%f/ development. These efforts are geared toward creating local jobs for
R — San Pablo residents and reducing the unemployment rBigring the
www.SanPabloEDC.org height of the Great Recession, unemployment stood at over 24%. In

13830 San Pablo Avenue, Suite D « San Pablo, CA+ 0: 510-215-3200+ F: 510-235-9417

December 2016, the State Economic Developmerpddtment

reported
. ,
{_r_ ]
| ﬁI [N ~IN

program includes workforce workshops, bilingual comput @?

literacy training, childcare assistance, Wardrobe for Oppotyuni Z‘W’ y
and a tattoo removal program thatas garnered international’ _
attention. Other partnerships provide specific job training
placement, and workforce readiness, including tuition assista
for Contra Costa College, Moler Barber College, Richmond
and FLOW and the Stride Center. These efforts are lifting
O2YYdzyAllezr adNBy3aGdKSyAy3a GK

{ty tlof2Qa dzySYLX 2&8YSyd NI

have also proven very successfils a wSY 2 @Ay 3
!
N
y3AAy3

n u*za AZ

FISCAL STABILITY

The City is committed to remaicompetitive in recruiting and retaining
valuable employees while also remainifigcally responsible and managing cost at a sustainable I&¥eting the last two
cycles of labor negotiationshe City was able to eliminate retiree medical benefits for elected officedsiceti KS / A& Q&
term retiree medical costs for all employees, and limit City payments of rising pension costs by sharing those costs with
employees During current negdadtions for contracts ending on June 30, 2017, the City worked to securgdaurdabor
agreements to coincide with the quadrennial budget. Contracts were struck which calletbét@st but sustainable salary
increases at fixedates roughly equivalent tthe Consumer Price Index (CPI) for the San Francisco/Oakland Bay Area) and
limited City risk to increasing medical premiums. Moreover, the City funded a comprehensive financial planning model to
ensure costs were sustainable. Coupled witfiering progessive, norcompensable benefits such as flexible work
schedules, computer loan programs, professional training and thetfikeCity remains a very desirable place to work.

TheCityremains committed to enhancing cumemajor sources of revenue. The City
works with the Lytton Tribe to maintain and enhance its main source of General Fund revenue: Casino Business Taxd, To this en
the City is assisting the Tribe to improve Casino patntacilitating parking expargit more parking spaces means more
patrons at the Casino, a wisin solution. AdditionallykS / A 18 Q& al aG4SNJ CSS { OKSRdzZ S d6acC{
keep pace with expense. After a major update in 2012, the MFS was again updated in/Ey. 2&14 resultjn the intervening
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five yearsrevenues in the Charges for Service catedmaye increased more than thrdeld, from $390,940 in FY 2011/12 to
$1,347,066n FY 2015/16.

The City also seeks major new revenues
wherever there is opportunity. The City is
bringing in more rental income while
ddzLIL2 NI AYy 3 NBaARSyldaqQ K
being landlord of medical office buildings in
GKS 611S 2F (KS Of 2adzNB
Cener and partnering with the County to
provide rented building space for the
Women, Infants and Children (WIC) program
The Cityalso continues efforts to install a
digitalLED freeway sign, which is slated to bring in additianalial revenues of approxately $300,000 beginning in FY 2018/9.
Moreover, the City is moving forward with plans to install a fiber optic ring beginning in the City core and branching out to
residences; this newnunicipal broadband utilitvill provide steady and extremely fastténnet service to assist residents to
keep up with technology an@f 2 a S i KS wHie\pibiiding 4 stabley éhgoR@sburce of revenue.

INFRASTRUCTURBANCING

For decades, most California cities,
including San Pablo, relied on local redevelopment agencies as atool
to revitalize blighted areas and provide funding for much needgd
infrastructure projects. This practice ended on January 31, 2012
when the Redevelpment Agency (RDA) was required by the St3gte
to be dissolvedWith the dissolution of the RDA, the City has had to
secure alternative funding projects that were previously funded
through RedevelopmentAs a strategy, the City has used general fupd
reventes, and federal, state and local grants to fund such projects.

The City, acting as Successor Agency (SA) to the RDA is now |n the
FAYIFE LKI-dzi9¢ 2IFy R OBISNI 2 dz&A  w 5lh 5
2014, theSAcompleted a refinancing of nearly all outstandiRedevelopment Agency bond debt. By combining multiple
AdaadzSa 2F 02yR RSolU Ayd2 {SNASa wnanmn! FyR {SNASA wnanmn. ¢
bonds totaling $54,565,000, which saved taxpayers over $5,000,000 in defitespayments, and greatly simplified loan
administration. In October 2016, the SA followed by refunding the remaining $2,650,000 in outstanding debt that was
ineligible for refunding in 2014. This 2016 issuance, significantly reduced payments, pavognaately $125,000 annually

in debt service.
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